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; : Dear Appllcant

We have consndered your appllcatlon for reoognmon of exemptlon from federal income tax :
_— under section 501 (a) of the Intemal Revenue Code as an organization: descnbed in'section
L. 501(0)(6) Based on the information’ submitted, we have concluded that you do not qualrfy for
’ 2 exemphon under that sectlon ‘The basns for our oonclusnon is: set forth below v

The mformahon that you submltted -mdlca S .at you e_‘a calen. ar year, mutual non— g
‘ ' ( ou state -




RTTRR solely by reason of membershlp, shall be entitled to enter lnto an Agreement which mll permrt
S e member to us and/or related software owned by you: ;

Your bylaws state that your board of dlrectors has all of the powers and duties necessary

:. -"the initial board shall be:, 2 individuials 'who are End-Users of tHe.
TR 'lndlvxduals who are consultants wnth respect to the Operatmg System, 2 individuals who
’ ating System, 2 individuals who are

'»members are elected by the entire mem

c bership. Each membership. carries one vote. Your.
o membershlp benefits mclude the use of the&

:.‘ Your bylaws state that a member ls any legal person W|th legal trtle to- one or more’
. men bershrps issued by you. This defi nition also includes all-of your. employees and.board -
- .- members.. In your: appllcatlon you state. that volunta membership is restricted to end-users; -
o ’consultants and appllcatlon and, utility vendors oi& Your original business proposal,

a.vendor in. thi space. Each: membershrp equatestoa

: “srnglevote oncorporate ers. Th -busir s |-further ta s_,thata"User _
= Membershrp is hed,to a CPU and/or a-single lnstance of PA— C.emulator, so ifa company

vested mterest -n seemg
'forum dlswssmns, hst of

promote a common
on business. interest:is :

riginal manufactur.e‘r,‘.".

T HP. "You state that‘the’oft' cial reasons grven by.regardmg their decision to terminate support
o longer feels that it meets thelr requrred retum on lnvestment and:that
and

'forthe administration of the affairs. of the corporation. Your bylaws state that the composition of -
Operating System, 2 -

Operatmg System and'1, representatwe of HP. Board -

Operatlng System and related software and' o

letter; defines membership: as belonging to a company. ._ . '

e company has ﬁve membershrp and ﬁve votes In your letter of .

e right to, vote for. members of g

You state ‘tl',tat your goal_ is 1o retal

in the specified time frame, cannot afford to migrate, of simply. -
A tmue to recerve the support that was pre ously provided: byQ

00650 that:the‘customers;";' are unable c migrate toza' T




* by'you and directories of I ‘vendor/consultant members that offer'specia
-+ knowledge“for, profit” to your end-user members.. You state that non-members will have accass -
© - topreviously existing copies of S ahd re

" to HP*sideparture decide to sell it along with t ;
that it is.presumed that if these parties wish to continue u

o . 'ieégues,‘ chambers of commerce, real estate boards; boards
.- .. leagues, as long ‘as not organized forprofit and no net eam
" shareholders orindiiduals. “.. - .
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Your primary activity in firtherarics. of this purpose isf0 act'as the facilitator for aligfiims. - -

., related support; services, enhancemenits,and advocacy. As the fagilitator, youwill be the point
.-+ of contact for end-tsers and for-profit vendors regarding énhancements to-the F system.
.- Thiswill include: bug fixes and enhancements, regression-and petformance tes ng of new
-, Teleases, distribytion of new paiches and releases, software support-and training. You state
.- that you will ensureé that the middleware that will emutate the pfépﬁétafyd

.~ piéviously manufactured by @il run on the ?Openaﬁhg‘isy’stem. You state.that you.

+ . .als0 seek to fadilitate a “virtual lab® composed of indivi ' :
. . @s computer engineers fo review identified ‘bugs.and create patches.- You state that only your
+~ members will be eligible for:the patches generated by the new “virtual lab.” Lo

ardware

duals outside of @@ that have experience

.- You state that as faciitator, you will not directly provide the services but will act asthe

- -middleman for the for-profit companies that will provide such services; ‘You state that you seek L
* o sfreamline the process of reaching all of-these services. - You staté that by representing the -

buying community, you will.be able kéep the costs of services at.a minimum. However, these -

: - services fricluding the virtual lab; educational information, and:practical applications o1
L will beavailablt_avbnlyto._r.'nembers'.-‘ R LT R SRR

M, you state that your members will access the

In'your letter ofyiiiilili .
en forum discussion groups related f

technolegical- knowledge through op

sing "I beyond. the end of i

support, they will want to become members. of GG Oniy

mputet piatfor after the end of support b

an exemption for business,

. -Section 561 (c)(6) Z)ffﬂjé'lntéhial Revenue Cade provi _ :
: ' trade-and professional football

. Section 1:501(0)(6)1 of the Income Tax Regulations provides that a business league fs an' -

association of persons having some common business intérest, the. ptirpose of which is to -

“promote such common interest and not to'sngage in a regular busingss of akind ordinarity - .
- ~carried on for. profit. It is an organization of the same general class asa chamber of commerce .~ . |
== or board of trade: " The activities of stich organization should-be directed to the.improvementof ... ..
- business canditions of one or more-lines of business as distinguished from the performance of -
.- particular sefvices for individual persons. An organization, whose purpose.is.to engage in a
. regular business of a kind ordinarily carried on for a profit, even though the businessis: - - v
conducted.on a cooperative basis or produces only sufficient incéme to be self-sustaining,.is not

S— i e e
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K maintained
lized . -

lated software should a company that used it prior. . -
he“),co‘mpo,nent 2 Additionally, you state e

L vill want fo | : 5. of @ % Only members may benefitfrom the
- additional software; patches, etc. that will be available from you through the independent vendor -
‘comimunity. - You'also state that any.new.companies thatwish touse, and the emulated
‘ lember.

 inure.to the benefit of private | .,‘ |




. Rev Rul 56-65 1956 ‘l C B. 199 holds thata local orgamzatron whose pnncrpal actrvrty .
consists of- fumrshmg ;nformatlon and: specrahzed individual services to.its individual members. -

R engaged in-a. particular industry, thfotigh publrcatrons and other;means:to effect economies in

“the operatron of their individual businesses, is performing: particular services for-individual ‘
:persons ‘Such organization is not entitled to exemption under.section 501 (c)(8) of the Codeas. -
a busmess league, even though it performs functions, whrch are of bene’r‘ t to the partrcular

e lndus’&ry and the public generally

Rev Rul 58—294 1958-1 C. B 244 desmbes an organrzatlon fonned to promote the

e j'busrness interests of those.involved inthe. manufacture and sale of a particular.patented =~
s, - -product Membersmp in the organization is limited to those engaged in the manufacture and- :
i sale of the product.. The organlzatlon owns the controlling interests in the corporation: that holds.
the basic patents’in: the product Thé revenue ruling holds that such organrzatron does.not

vqualrfy for exemptron asa busmess league under section 501(c)(6) of the Code srnce itis
-~ engaged in furthering the’ busrness interests of the dealers of a partrcular product as -
" drstmgurshed from rmprovmg busrness condmons generally .

- interest of a parboular retarl trade whrch advised its members in the operatlon of their individual
businesses and sells supplres .and equipment fo them is. ot exempt under. sec’uon 501 (c)(6) of

= the Code. The revenue. ruhng states that by, providinig its membeérs with an economy and -
' ‘convenience'in the conduct in their individual businesses, the organrzatron is performing.

.....

s particular services for individual persons as drstmgurshed from activities-aimed at the

s -_’rmprovement of busrness condrtrons in’ therr trade or. busrness

Rev Rul. 67-77 1967—1 C B 138 descnbes an organlzatron composed of dealers ma s

' f 'wrtam make of automobrle in' a désigriated area that is. organized and operated for the pnmary : .

purpose of ﬁnancrng general advertising campaigns to promote,, wrth funds contributed by -~

- dealer members; the sale of that make.of automobile. The revenue.ruling holds that the

e performance of servrces for rndrvrdual persons

‘adveriising is a service forits members ‘and: the organlzatron is. not: entrtled to, exemptxon asa
5 business league uhder.section: 501 (c)(6) of the Code. Activities: ‘should be: directed:fowards the. .
- impraverment of busmess oondrtlons of;one or more lmes -of; busrness as drstmgurshed from 'rhe ’

: Rev. Rul: 68-264 1968 1 C. B 264 deﬁnes a partlcular servrce for the purposes of sec’non ;
.. 501 (cKB) of. the Code as an activity that serves asa convenrence or economy to members of o
e the organrzatlon inthe operatxon of therr own busmesses; T L SRR

Rev. Rul 73-411 1973—2 C B. 180 in drscussmg the.,exempt status of a shopplng center o
- merchants’ association under section 501(c)(©) .of the.Code; “describes in detail the history of .
: sectron 501 (c)(6) and the types of orgamzatrons desciibed theremw Inthe case of a chamber- of -

i - commerce or similar orgamzatron the -common business. |nterest required-by- section

p ‘has been accepted that an organization seeking’ exemptron under section 501(c)(6) as a -

 1.501(c)B)-1 of the Tregulations is usually the'general: economic: welfare of a community. and it-

mmerce must be one whose efforts are dlrected at'promoting the common
of all of the'commercral enterpnses in'a.given.trade communrty Trade




except ‘thatithey serve only the common business interests of the members of a single line of *
busmees orihe- mernbers of closely related lines of busiriess within a. single industry. . The

open generatty to alt busmesses and professronal persons m the communrty

Rev -Rul 74~147 1974—1 C B. 136 describes an organrzatton whose members represent -
dweerﬁed ‘businesses that own, rent.or. lease one or more- digital computers produced by
various: mianufacturers, without regard, to identity of the manufacturer of any such-computer.
The sole activity, of the organization in the; revenue ruling js the: holding of semi-annual.-
conferences, at-which operational and’ technical problems: relatmg to.computer use are.
drsoussed The revenue ruling concludes, that the organization's pnmary objective, provrsnon of
. & forum for the exchange of information which will lead to.the more efficient utilization:of, -
computers by its members and other tnterested users, improves, the overall efficiency of- rts

Code

Rev. Rul 83-164 1983-20 B 95 descnbes an orgamzatlon whose purpose is to conduct
- conferences for the dissemination of information conceming. computers manufactured.by, orie -
‘ spectﬁc oompany, M. Although membershtp is compnsed of various:businesses that own, rent
-, OF lease oomputers made.by M, membership is open to busmesses that'use other Brandsof " -
| el computers At the canferences, presentations are given pnmanly by representatives of: M as
] ’ wetL as by, other experts in the - computer field. Problems. related to.members’ use of M's.” " =

computers are also drscussed and current information concerning M’s produicts is also: prowded : "

- The revenue ruling holds.that by. drrectlng its achvrtles ta businesses that use computers made .

- by one ranufacturer, the ‘organization is' impfoving: busrness condmons in.a segment of a ling of
. business:rather than in.an industry as.a whole and is not’ exempt ‘under section 50:1(c)(6). of the: .

Code. The revenue ‘ruling céncludes that by providing a foctis.on the products of one. partrcular
manufacturer the orgamzatron is provrdmg M wrth a competltrve advantage at the expense of

me.mrfaoturers of other computer brands

‘A

, ," “ National Muffler Dealers Assodiation.v. U.S., 440 U. S 472 679), the Supreriia € Court
held that an organization whose ‘membership. consisted of the. franchtsees of one brand of:

muffler did not constitute a Ixne of-business within the’ meanmg of sec:tron 501 (c)(e) of the Code :

because a smgle brand represented only a segment of an’ rndustry

" In National Prime Users: Group, inc. v. U.S,, 667 . Supp. 250-(D.C. Md. 1987) e Court S

- held that an organization \ which served the needs of usersof a specrt” ic brand of comptiters. .

promoted only a segment of a lrne of busmess and was not exempt under sect]on 501(0)(6) of :

theCode

ln Gurde lntemattonat Co

for exemptlon under sec&on 501 (c)(6)

. . S B R
: . : N . ... 7

assoc:atlons or busrn%s leagues under sectlon 501 (c)(6) are snmrlar to chambers of commerce Co

revenue. fuling also, stresses that membership in section 501(c)(6) organizations is voluntary'and:_i.:: .

~members’ business use of computers and qualtﬁee for exemptlon under section 501 (c)(6) of the e

o 5 ratton V. U S 5 948 F2d 360 (Tth Clr 1991) aﬂ”g No 89—0— SO T
© 2345 (N.D. HL. 1890), the Court:cohcluded that an association of computer users did.not qualtfy I
of the Code because |t benet” ted essentlalty users of BM . -




The lnformatxon that you have subrnltted establlshes that 'your primary. actlvmes center on ; L
Operating System and on the users and vendors of the related products. .,is o

the .
as ltis clear from the facts. that your, primary focusis. .- !
geared toward in the’ same manner as the organlzatlon denied exemptlon under ‘ iy
secnon 501 (c)(6) in Rev. Rul 83-164 supra 3 .

the equrvalent of a brand name and your bengfits: are basroally desngned for a

fpartlcular operating system in- the. sameé manneras the orgamzatlons 'denied exemption’in Rev.. -
" Rul. 58-294 and Rev. Rul. 67-77, supra., Addmonally, it does not matter that your members may o
be in oompetmon Wl'[h each other. _ o

oL The key’ consrderatlon is whether your activities glve a competntrve edge to your parhcular
<operatmg system, specifications and, special programs as opposed to other operatlng systems,

specifications and special programs no matter whether the membershlp is open or closed

g _Revt Rul. 83—164 supra.

Slmﬂar to the orgamzatlon dlscussed in Rev Rul 58-294; supra your actlvmes are

 furthering the business interests of-organizations using a particular product. Qand its

specrﬁcatlons arein competition with other. operating systems and specrr' catlons or other

o _s:mtlar technologles and are probably lnoompatrble with them

In order to be exempt under sectlon 501 (c)(e) of the Code an organlzatlon s actrvmes

e : must be-directed to. the improvement of business conditions of ene or more lines of business,
~'-‘f.whtch includes atrade or occupation, entry. into which is: not restricted by patent, trademark, or = *
, other means that allow pnvate partxes to restnct the rlght to engage m the busmess -

lnherent in your membershlp is the requxrement that your members use or are a vendor of
This means that you represent only.a segment of an lndustry, and that you do not

: _.represent a llne or lines:of businesses, as required under, section 501(c)(6) Gf the Code and as
.'=d1ecussed in National Muffler Dealers Association, supra.- Your actlvr’nes are directed to’
 providing your ‘members with upgrades, patches and- soﬁware for one’ partlcular operating .
© ' gystem. These actl\ntles provide competltlve advantages over nonmember end-users and -
.. . vendors by enhancing one particular, opérating system for members ‘only. . Unlike the actlvmes
- conducted bi the organization in Rev. Rul. 74-147, supra, your discussion forum is solely

" related to’

o member veridors.and consultants experienced with 4l Your Articles state that your - v
nvironment and related software for the benefits of your

ensure that the technology is retained and updated. . Your directories llst

primary purpose isto own the,

members “Your activities solely benefit compames usmg whlch Trepresents only a;

supra at 256 and Guide Intemnational Co_,m_oratlo - supra '8t:362, benetits essentially for a.

: partlcular segment of an industry precludes exemption: under eectlon 501 (c)(6). Therefore, we -
" have conciuded that you are acting pnrnanly on behalf of a segment of a llne of busmess and '

o A;}y'notwrthnntl'xescopeofsecbon 501(c)(6)

ment of the computer technology mdustry and is.not a line of’ busnness within the meanmg of '
‘section 1.501(c)(6)-1. of the regulations. As discussed.in: National Prime Users Group, Inc.; o




: You must request the conference if 'you want one, when you,f le your-protest- statement. .If you

You state that your membershrp wrll access technology knowledge through open forum

- ..drswss:on groups and-directories of vendor/consuitant members maintained | by.you. By,
=/~ pioviding technical knowlédge and vendor directories to-members only,-you are providing a -
e _;.pamwlar sefvice to your members Rev: Rul. 56-65, stpra. .Activities such.as these serve as
- ah-economy Of a convenience to your members, and would bar. exemptron under section -
= ggg (c)(6) of the Code If lt wefe a pnmary activrty ‘Rev. Rul 68-264 supra, and Rev Rul. 66-
supfa S _ _ . .

Smoe your actwmes are not dlrected at promotmg the common economlc lnterests ofall of -
the commercral enterpnses in a'givent trade community, your’ fight to exemptlon under section

. 501(c)B) of the: Code if any, rests on your charactenzatlon asa busmess Ieague or trade
L assocxaton - : : :

A sechon 501(c)(6) orgamzatlon |s a membershlp orgamzahon charactenstrcally supported ‘ '

i"by dues.. Whlle such an-organization may receive a substantial portlon or.gven the primary part
- ofitsiincome from non—member ‘SoLHCes; membershrp support, both in the form of dues and
 involvement in the organization’s activities, must be at a meaningful lével. ;Based on the -

statutory language of section. 501(cX6) of the Code;, it'is a well estabhshed principle that sec’aon :

* '501(c)(6) is intended to apply, only. to- membershrp organizations,. Wthh further. the common
*- . business interests of their members' and-which are financed,at. ledstin part, through -~ :
-+, ~membership dues. “The leglslatlve hlstory of this statute, .and. the. rules of statutory construction.
S appllcable to'that section of the Code dealing with exempt organlzatlons provides that only, .~
et membershtp orgamzatlons supported by membership dues:or; assgssments are.included in the ... .
-~ fermof the exemption under section 501(c)(6) While such an: orgamza’uon may receive a
" substantial portion or even the primary. part of its income: from non-member sources, s
- membersl'up support, both in the form of dues and xnvolvement m the: orgamzatlon s actlvmes

: must be at a meanlngful level

The mformahon you have submltted mdxcates your membershlp is: not assessed any dues |

‘ but suppor&s the retention and enhancerrient of Gl through mtual services such as’
" participation in the forum dlscusswns to further develop the specn“ ication and, related software
. However, you state that such services are, avallable only:tos ‘members arid that your membership
7V is restricted to tisers of
A generally to all individuals or. companles in the field of computer technology or any other related
<. line of business, and you are not considered to be'a busmess league or trade association within
: the meamng of sectron 501(0)(6) of the Code as descnbed in Rev. Rul 73—41 1, supra. o

 such, your membershlp is:not con3|dered 1o be open -

For these reasons you do not quahfy for exemptlon as. an orgamzatron descnbed in o

secho ction 501(c)(6) of the Code and you must file federal mcome tax retums

- You have the nght to protest thls rullng if you belle\re |t is: mcorrect. To protest you should
submit a statement of your views to this office, with a-full explanatlon of your reasoning. This "

E statermnent, signed by one of your officers, must be. submiitted within’ 30.days from the date of thls ‘

letter. You also have a-rightto a’ conferenoe in this office: after your staterent is submitted.

represented by sotmieone: ‘who'is not one of your-officers; that person w1|l need fofilea




proper pawer of attomey and otherwnse quahfy under our Conference and Practlces
’,'.’Requxrements T T ST :

- If-we do not. hear from you thhm 30 days thls ruling, will become final and a oopy wrll be
_,xforwarded 0 me Ohio Tax Exempt ahd Government Entities (TE/GE) office. Thereafter, any -
- questions about your federal income tax status should be directed to that office, either by calling
. 877-829-5500 (a toll free number) or sending correspondenoe to: Intemnal’ Revenue Servrce,
: .TEIGE Customer Serwce P 0. Box: 2508 Clncmnatr OH: 45201 ‘

When sendmg addmonal letters fco e wrth respect to this case, you will expedlte thelr
‘receipt by usmg the foHowmg address e _ , .

!f you have any questrons, please contact the person whose -name and. telephone' :
‘ number are shown in the headlng of thxs letter. ' . : L




